
IN T H E  

COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC S E R V I C E  COMMISSION 

* * * * 

HATTER OF: 

THE SALE AND DETARIFFING OF 1 ADMINISTRATIVE EMBEDDED CUSTOMER PREMISES ) CASE NO. 269 EQUIPMENT 1 

O R D E R  

Since t h e  release of t h e  O r d e r  by t h e  Commission i n  the 

a b o v e - r e f e r e n c e d  mat te r  d a t e d  S e p t e m b e r  1 0 ,  1985, most independent  

t e l e p h o n e  c o m p a n i e s  h a v e  f i l e d  m a r k e t i n g  p l a n s  a n d / o r  t a r i f f s  w i t h  

t h e  Commiss ion  a s  r e q u i r e d .  Upon r e v i e w i n g  t h e s e  f i l i n g s ,  it is 

our o p i n i o n  t h a t  some c l a r i f i c a t i o n  is n e e d e d  to  assist with the 

proper a c c o u n t i n g  for t h e  d e r e g u l a t i o n  of embedded customer 

p r e m i s e s  e q u i p n e n t  ( "CPE") . 
S o m e  c o m p a n i e s  h a v e  i n d i c a t e d  t h a t  embedded CPE will be 

f u l l y  depreciated on  t h e i r  books by December 31, 1987. The f i r s t  

ordering p a r a g r a p h  of that Order c l e a r l y  s t a t e s  t h a t  "embedded C P E  

shall be d e t a r i f  f e d  a n d  t r a n s f e r r e d  t o  n o n r e g u l a t e d  a c t i v i t i e s  no 

l a t e r  than December 31, 1987." T h e s e  a c c o u n t s  ( t h e  i n v e s t m e n t  and 

its r e l a t e d  d e p r e c i a t i o n  reserve) are t o  be t r a n s f e r r e d  to t h e  

d e r e g u l a t e d  a c c o u n t s  o n  t h e  d e t a r i f f i n g  d a t e ,  but  n o t  l a t e r  t h a n  

December 31, 1987,  at t h e  amount  o n  t h e  books at that time 

u t i l i z i n g  a p p r o v e d  dep rec i a t ion  r a t e s .  In many ins tances ,  full 

r e c o v e r y  may n o t  o c c u r  o n  t h e  r e g u l a t e d  books u n l e s s  a n  a g g r e s s i v e  

program t o  rtrcovor its i n v a e t m e n t  through other means is 

implemented by t h e  u t i l i t y .  No p r o v i s i o n s  were made in the 



September 10,  1985, O r d e r  fo r  a m o r t i z a t i o n  of t h e  r e m a i n i n g  

b a l a n c e .  

The s e c o n d  i s s u e  c o n c e r n s  i n v e n t o r y  d i f f e r e n c e s  b e t w e e n  CPE 

p e r  books a n d  CPE i n  i n v e n t o r y  or i n  p lace .  The  Order  d e n i e d  t h e  

r e q u e s t  of some t e l e p h o n e  c o m p a n i e s  t h a t  r a t e p a y e r s  bear t h e  cost  

of t h i s  d i f f e r e n c e .  A f t e r  d t h o r o u g h  r e v i e w  of t h e  Un i fo rm S y s t e m  

of Accounts, it is our opinion that the  best  approach t o  account 

f o r  t h i s  i n v e n t o r y  d i f f e r e n c e  is t h r o u g h  a n  a d j u s t m e n t  d i r e c t l y  t o  

r e t a i n e d  e a r n i n g s .  T h e  e n t r y  to correct t h e s e  differences a h o u l d  

be a c r e d i t  to t h e  p l a n t  a c c o u n t  f o r  t h e  amount  to be t r a n s f e r r e d ,  

a d e b i t  f o r  t h e  re la ted  d e p r e c i a t i o n  r e s e r v e s ,  a n d  a b a l a n c i n g  

e n t r y  for t h e  d i f f e r e n c e .  The d i f f e r e n c e  s h o u l d  n o t  be a m o r t i z e d  

o r  a c c o u n t e d  for "above the l i n e . "  

SUMMARY 

T h e  Commiss ion ,  a f t e r  c o n s i d e r a t i o n  of t h e  e v i d e n c e  of 

record a n d  b e i n g  a d v i s e d ,  is of t h e  o p i n i o n  and  f i n d s  t h a t :  

1. Each i n d e p e n d e n t  t e l e p h o n e  u t i l i t y  s h o u l d  transfer to  

its n o n r e g u l a t e d  o p e r a t i o n s  embedded CPE a t  t h e  amount  o n  i ts  

books a t  the d e t a r i f f i n g  date  a s  instructed i n  the t e x t  of this 

O r d e r .  

2. Each i n d e p e n d e n t  t e l e p h o n e  u t i l i t y  s h o u l d  account for 

t h e  u n a c c o u n t e d - f o r  d i f f e r e n c e  b e t w e e n  CPE per books a n d  CPE i n  

i n v e n t o r y  or i n  p l a c e  a s  i n s t r u c t e d  i n  t h e  t e x t  of t h i s  Order.  

3. Each  i n d e p e n d e n t  t e l e p h o n e  u t i l i t y  s h o u l d  f i l e  i ts  

j o u r n a l  e n t r i e s  to effect the d e r e g u l a t i o n  of embedded CPE w i t h i n  

t h e  l a t e r  of 30 days o f  i ts  d e t a r i f f i n g  da te  or 30 d a y s  of t h e  

date  of t h i s  Order .  
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4.  Each i n d e p e n d e n t  t e l e p h o n e  u t i l i t y  should f i l e  its 

j o u r n a l  entries to  e f f e c t  t h e  a c c o u n t i n g  t r a n s a c t i o n  of t h e  

u n a c c o u n t e d - f o r  d i f f e r e n c e  b e t w e e n  CPE p e r  books and  CPE i n  

inventory or in place w i t h i n  30 days of t h e  date of t h i s  Order. 

5 .  Those c o m p a n i e s  u t i l i z i n g  t h e  f l o w - t h r o u g h  m e t h o d  of 

a c c o u n t i n g  for i n v e s t m e n t  t a x  c red i t s  s h o u l d  make a d j u s t m e n t s  a s  

if t h e  n o r m a l i z e d  method had b e e n  u s e d ,  s u b m i t t i n g  t h e  j o u r n a l  

e n t r i e s  t o  t h e  Commiss ion  w i t h i n  the l a t e r  of 30 days of t h e  

d e t a r i f f i n g  da te  or  30 days of t h e  d a t e  of t h i s  O r d e r .  

6 .  I n  t h e  e v e n t  r e v i s e d  t a r i f f s  a n d / o r  m a r k e t i n g  p l a n s  are  

n e e d e d  as a result of f i n d i n g s  1-5 above,  the company should file 

same w i t h  t h e  Commiss ion  w i t h i n  30 d a y s  of t h e  da t e  of t h i s  Order .  

IT IS THEREFORE ORDERED t h a t :  

1. Each  i n d e p e n d e n t  t e l e p h o n e  u t i l i t y  s h a l l  t r a n s f e r  to 

i t s  n o n r e g u l a t e d  o p e r a t i o n s  embedded CPE a t  t h e  amount  o n  its 

books at t h e  d e t r a i f f i n g  date as i n s t r u c t e d  i n  t h e  t e x t  of t h i s  

Order. 

2. Each i n d e p e n d e n t  t e l e p h o n e  u t i l i t y  s h a l l  a c c o u n t  for 

t h e  u n a c c o u n t e d - f o r  d i f f e r e n c e  b e t w e e n  C P E  per books a n d  C P E  i n  

i n v e n t o r y  or i n  p l a c e  as i n s t r u c t e d  i n  t h e  t e x t  of t h i s  O r d e r .  

3. Each  i n d e p e n d e n t  t e l e p h o n e  u t i l i t y  shall f i l e  Its 

j o u r n a l  e n t r i e s  to e f f e c t  t h e  d e r e g u l a t i o n  of embedded CPE w i t h i n  

the l a t e r  of 30 days of its d e t a r i f f i n g  d a t e  or 30 days of t h e  

date of  t h i s  Order .  

4 .  Each i n d e p e n d e n t  t e l e p h o n e  u t i l i t y  s h a l l  f i l e  its 

journal e n t r i e s  t o  et'fect the a c c o u n t i n g  traneaction for the  
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d i f f e r e n c e  be tween  CPE per books and CPE i n  i n v e n t o r y  or i n  p lace  

w i t h i n  30 d a y s  of t h e  date of t h f s  Order. 

5 .  Those  companies  u t i l i z i n g  t h e  f l o w - t h r o u g h  method of 

a c c o u n t i n g  for i n v e s t m e n t  t a x  c r e d i t s  s h a l l  m a k e  a c c o u n t i n g  

a d j u s t m e n t s  a s  i f  t h e  n o r m a l i z e d  method had b e e n  u s e d ,  s u b m i t t i n g  

j o u r n a l  e n t r i e s  t o  the Commission w i t h i n  t h e  l a ter  of 30 days of 

the d e t a r i f f i n g  date or 30 days of t h e  d a t e  of t h i s  Order. 

6 .  In t h e  e v e n t  r e v i s e d  t a r i f f s  and/or  m a r k e t i n g  plans are 

needed as a result of orders 1 - 5  a b o v e ,  t h e  company s h a l l  f i l e  

same w i t h i n  30 days of the date of t h i s  Order.  

Done a t  F r a n k f o r t ,  Kentucky,  t h i s  6th day Of February, 1986. 

PUBLIC SERVICE COMMISSION 

ATTEST: 

Se cre tar y 


